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Tiis Tre fHlonorable David K, E, Bruee, Under Secretary of State

aUBJuCTs  Draft -Uvaluation of the Paychologlical Impact of
United States Forelgn Geonomie Policles ﬂnd Prograns
in Frunee."  (PSB D-37)

I attach & draft of P5B D=37, bearing the above~quoted tltle,
‘ for conslderation and apnropriate action by the Boarc at its meeting
- on January 15, 1953,

This =apsr was develonod by the PSB gtaff as an outgrouth of
tho parallel projoct I . 25X

will recall that, following Eoard auvthorization of the NN 25X1B
evaluation on August 14, 1952, some thought was piven to broaden-

ing thal nroject to embrace Vostern Burope, Although that alter-

native was not adopted, I have had in mind the importance of U,3.

cconoiic policies and programns in this vider area; and I have

therefors directed that this nanor on France be developed in the

staff, As in the case of thellllEEEEEE.: ¢ vritten in 25X1B
frequent consultztion with the Departuont of State and has bonefitted

by the Departmnent's comuents, :

I present this document to the Board for its consideration and
regquest pernission to distribute 1t to interestsed agoencies for their
information,

Director

inclosure:

F5B D=37 gﬂted Janusry 14, 1953,
copy No.q"

(Note: Identical Memoranda sent to Mr,. Foster.and Gencral Smith.)
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- PSYCHCLOGICAL STRATEGY BOARD

'x-,»'AsnI;-»;GTor-‘s, D, C,

EVALU.TION U2 THG PSYCHOLUGICAL ILPACT CI' UNITED STATES FOREIGN
| BCULLiIC POLIGIZS AlD_FROGiAnS. IN FRANCE

I, Stét.emunt of the_Problam,

To evaluate the psychologibul impact of the United States foreign
aconomic policies and orograms in France agalnst the background of
the attitudes assumed by France since World Yer II towards its inter-

national responsibilities.
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January 14, 1943
11, Summary.
| 1. Tho United States is for the Fﬁeﬁch the symbol of the
nocern econonice world, which d}stdrbs ﬁhem, but to vhich they muét
adjust. ?
2, The example of the United States in economic affairs has a
grester psychological effect in Franée than bargsein or »ersuasion
both in raising French abilitj‘to make the best use of its means
and in bringing about a realistic adjustment of France's commitménts
to its politico-econouic capabilities,

3. In the rcarmament field the shift of emphasis from economic
to military aid has achieved 1littlc psychologleal pain, since the
Frenech vill to rearn wes elready pressnt duc t6 imperatives of pover

" of which they verc avare,

4y In ordor to foster economic progress, the United States
examnle, notably through a carefully conduected productivitf rrogram,
holds more psyohol&gic:l promige than fimerican insistence on gpecific
reforus vhich encountcr-deeply-ingrained acononic bshevior patterns

and a gencral disinterest in economic affairs,

5. “here French commitmonts ourht to be reducad, in the first
pléce with regard to the ¥French Union, United States economic
policles may help create a nsychologlenl etmosphere in which the
French will permit the native populations to play an effective part

in the war against the Viet idnh,

6. United States cconomic polieles have alroady contributed

psychologically to lessen for france the cost of economic progress

Page 2 of 32 FPapes

Security Information
CONFIDZLTTAL

Approved For Release 2000/08/07 : CIA-RDP80-01065A000400090007-8



Yo

Approved For Release zm'n/oslogécgmﬁngggbq%qq_xégbo4oomo7-8

‘ CONY IDEHTIAL

PSB D-37

DRaFT ‘ January 14, 1953

and national securlty by enabling it to participate with Germany

in European supré~national institutions.

7., 3ince psychological blocks continue to hamper the full
effectlvoness ol thesc institutions, a United Statos example in
the field of trade liberalization might well be the most elfective
menns of onec:uraglng France to exrose itsell to the incontive of
" vorld competition,~énd thus to adjust its cconomy to tha requifements

of the mocern world and to the ncaeds of the present strugglo,

Page 3 of 32 Pages

Securiiy Information -
CONFID@NT;&Q ;

Approved For Release 2000/08/07 : CIA-RDP80-01065A000400090007-8



Approved For Release 2Q0/08/07 : CIA- RD?80-01065A0004000Qﬂﬂ0‘7-8

Seeuri nfornation D=37
CONFID&NTIAL
DitAFT , _ _ Junuary 14, 1953

III. . Approagh to the Problem,

1, JPover in international li’e is control over the will
of féreign nations, ‘arfare aims at curbing the vill of 4
nation's opnonents, at substituting ona nationél +11l for
another, In contrast, the m@in objective of our exereilse of
powér through foreign economic policies and pfograms in the
framevork of the Western Alliance is to raise the villingness
and the abilityr of our partners to shoulder couzon respongi-

Bilities and to defehd common intorests.

<. The nsychological impact of economic policies is the
extent to wuich polieieg succeed in 1ncreusing this willingness
and 1n improving the psychologicul conditions of this ability.'
Our actions, attitudes, and nrograms elicit reactions of live
or dlslilke, ercate an atmosphers favorable op unfavorszble to
our &ims, determine changes in the behavior of our partners
vhiich serve or not the goals jointly agreod unon, Anlevalua-
tion of the psycholopgieanl impact of econanic molicics includos
a judga:nt of these effects and of the nethods used to call )

then forth, such 28 bargsin, reason, or cxamvle,

3. Ihe scope of such a study would be too wvide if it were not

focussed on the main characteristics and nroblens of the country vhere
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the psychelogical impact is sought, America remains for France the

syubol of the modern world, and psychological‘probiems between France

" and America. reflect France's dlfficulty to adjust itself to the require-

ments of the modern world. Faithful to their concept of power, the French
assume responsibilities beyond the means which their political and economi
behavior permits them to realize. In these circumstances American economiy
pnliciés aim at raising France's means first directly, and secondly,
through influencing French behavior, Failing to bring about the psycho-
logical changes necessary to reach France's self-assumed goals, our
policiés may seek a reduction of France's commitments, an adjustmeht(of
these commitments to a more realistie viéw of the politico—economic-capaf

bilities of France.

IV. FErench Esychology and the Cold War.

1, Ameriean policies‘rest on a pragmatic approach and economic
measures are the chosen instrument of these policies, The French mind
rebels at pragmatisw and subordinates ecbnomic considerations to poliﬁicai
ones,

2. Thought’is for the Ameriéans a guide to action, and the proof is
preeminently to be tested by the Qractical consequences of the helief.

Thé Frenchman disassoclates hig thoughts from the facts. French "realish"
is more reverence for logic than care for reality. Masters et handling
ldeas, able to grasp situations, and capable of producing very admirable
plans, the French do not act consistently with their concapté nor are
they diligent in ecarrying out their plans. The anti-clerical bourgeois
used t¢ send his wife to cﬁurch and to let his daughter ﬁe educated in
a convent; the landowner may vote communist without batting an eye;
worker and émployer may drink together and still be class enemles; engineer
hate to "freeze plans" und to start production, since their main joy is
to reach on the drafting board the perfect theoretical solution or, as
they say, the "elegant" solution,
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3, The French taste for "intellegtual liberation', a schism between
theory and practice « results in some of France's greatest spiritual
achlevements and also in some of its most congpicuous material failures,
It explains France's skepticism and its suspicions of leadership and
collective action, Proud of his corcepts and capable of admiration for
those of his neighber, the Frenchman knows by bitter experience that these
concepts rarely stand the test of practical application., Frenchmen of all
classes are intellectual rather than active individualists., For them
freedon to criticize is the touchstone of liberty.

4, Intellectual games are more enjoyable in the realm of "quality"
than in the arena of quantitative measurements, The French in general
are more at ease when they deal vith political principles and dogma than
with esconomic affairs. Whenever faced by econoiic issues they are wont
to transfer the debate to the political plane and thus aveid the dire
ﬁecessity of making practical decisions. In sharp contrast to American
-attitudes, the French adopt as their basic credo that of the primacy of
political affairs,

5. In economic affairs the individual Frenchman 1y limited in his
ambition, little conversant with the national interest, but, barring
flight of imegination, a cafaful manager of his patrimony. The French-
man is a strong believer in rrivate property and watches hisinarfow
interests carefully, 1c¢ i: often sald that "the heart of the Frenchman

is on the left, but his jochetbook is on the right",

6, In large economic affairs American pragmatism succeeds when the
intellectual realism of’the French fails, because it relies on trial and
error rather than logic. But when‘experimentation is not available for a
successful proseeution of a pragmatic approach, we becone more ideslistic -
for better or for wbrse - than the skeptical French, Skepticism is alien
to us, and in the absence of that quality there is little restraining
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influence on the development of our concepts. Frénchmen are_impatient
of any “moralistic and "legalistic" aspects of our policies, Their legal
tradition is different from that of the common law, and theirvethics do
not derive from a Puritan experience. We stlll hold thet success is
closély linked with goodness, whereas the French consider such an attitude
as a form of hypocrisy. They separate sharply mundane interests and
spiritual goals, and are shocked when other people do not make the diS?‘
tinction., They are prompt to accuse us of santimoniousness and "preach-
ing". They are wont to imagine dark stratagems behind attitudes which
they cannot explain.;/

7. The intellectual individualism of phe French precludes definite
class attitudes among the French population, or national French attitudes
universally endorsed. There exlats, however, average national attitudes

toward the problema of power’of the cold war, and of economic progress

which derive from the traits of French cﬁaractar previously analyzed.

A, The French Concent of Power and the Cold “ar.

8., The French.concept of power is deeply rooted in history; drawn
mainly from past experience, it is comprehensive but somewhat rigiﬁ.
Frenchmen of all classes instinctively evaluate the power of nations
primarily in térms of higtorical development, strategic position, mili-
tary strength, and cultural end spirituasl influence. The role of econ-
omic rescurces comes lest, and for that reason the claims of France to
be still a great power is not g praetense, bu£ the undisputed conviction

“of a large number of Frénchmen, The French rationalize this paradox
with gréat ease, They emphasize their spiritualvéchievements and con-

gider them as more important than their material losses. They rely

l/ As a Frenchman sald, "When you approach us with economic proposals
we think always that you have political ulterior motives, and when you
approach us with politieal proposals we think that you must have some
economic goal in mind", While we expect the French to behave as Ameri-
cans, the Frenchmen expect Americans to behave simultaneously as Ameri-
cans and as Frenchmen,
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implieitly on what théy congider theldebt owed them by the free world for
having beeti early in the front iiﬁ# against totalitarianism. They are
extremely conscious of the value of thelr strategic position in the

prosent world, and of an American pfeferance for French rather than Gér-
man lesdership in Burope. Nationalism is, if anything, increasing in
todey's France, The feeling of being é "poor'relation" of the United
States is less acute in France than in the Unlted Kingdom, Persuaded

that the U,S, 1s as dependent on France as France‘is dependent on the U,S,,
France fes 1s gtrong enough to be a "coordinate" rather than a "subordinate"
member in the western. complex of nations,

9. This historical concept of power clarifies France's attitude
towards the cold war. The main threat remains that which past experience
has revéaled. The memories of many German invasions are still the
determining factor, Therc is a general tendency to rationalize the
Rugsian threat in terms of ﬁreoccupation with Germany. The French point
out the possibllity of a dread renewal of the Rapallo Agreement ané of the
Rusgsian-German alliance of 1939, They feel that a close ﬁnderstanding
with Germany might entangle them in & German struggle with Russia over
the lost East German nrovinces, or, converssely, that Russia might start
a war to prevent German rearmement, Singe the Versailles Peace Confer-
ence, the French have continucusly warned the other Allies against the
danger of Germany's revival, snd they are lmth to recognize their part
in past revivals of German aggressivenesé.

10. If Germany is for the French the main threat to their pover,
the French Empire, the French Union, and other posséssions or protector—.
ates remain the main psychologlcal buttress of their world position,

The French Empire is at present a drain on French resdurces, but national-
ism grows when French power‘ebba'and attachment to the overseas depend-
encies is not in proportion to the yield but in proportion to the cost.
The French acquired their Empire more or less against the will of the
majority, by the efforts of a few strong-willed military men like Gallieni
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and Lyautey, whose motivation, conscious or not,ywas to secure a reservoir
of‘manpower to bolster France in a European war., The present concept of
the Empire derives from this narrow military preoccupation, but it |
transcends it., It is not so much the potential benefit of overseas
territories, but the liability itself which becomes an integral part of
thé French concept of power, . of a poetrimony which France cannot re-
nounce without losing its self-respect.

11, These preoccupations with Germany and with the Empire determine
the ¥French position towards the externsl threat of communism, France
fights the Viet Minh notﬁggﬁéontain communism but to maintain the
integrity of the ﬁamﬁuﬁyﬁnﬁfggce rearms in Europe not . only to deter
a Soviet aggression tut: to keep a power edge over Germany. Hﬁwever the
versatility of French attitudes ioward communism should not mislead us,
The french Commuﬁist Party makes common cause wlith Moseow, but meny
adherents begin to vacillate when the FPC asks for a pledge of non-
resistance to the Red Army. Some intellectual neutralists hope to ward
off the conflict by incantations. Others still dream of a third force
able to strike a balance between the United States and Russla, At the
end of the bolitical spectrum, deGaulle sometimes accuses the United
Statés of appeasing Russia., These opinions illustrate the French free-
dom with intellectual concepts, They are not guides for action,

112. "The French view", according to Mr. Pleven,l/"the view of
pgople who livé on.the Continent of Europe, 1s that when a big country
has big armaments you need at ieast a shield, whatever yoﬁ may think
about the likelihood of an attack. Our duty is to build that shield,"
The necessitj of "precautions” is recognized, but aléo that of not
givﬁng offense to Rngsla, The French Government does not feel that
France can achieﬁe its political goals outside of‘the Western alliance.

But the French understanding end feelings of the immediate Russian

1/ 1.8, News and World Report, November 28, 1952,
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danger are many aegrses below our own, and there is considerabls anxiety
lest "some American miscaiculation" might bring to them the Russian attack
whieh we try to defer, A more acute realization of the Sovist threat
might paralyze the French in their exposed position, The French have to
live dangerouslj, but it is not certain that greater consciousness of

the dangér would scare them into action. It might thfow them into des-
pair, The fact that we have not impressed the French with a stronger
sense of urgency in the cold war might not be a-completély negative
factor, |

B. The French Rolation to Power and the Problem of
' ‘Trench Communism.

13. In their own relation to power the French show the same skepti-
cism as in international affairs, The Anglo-Saxon concept of the State
a8 a commonwealth is alien to them, They cannot conceive pregmatic
compromises between freedom and authority. "Their two-fold revolt
against ancien reglme absolutism, that of the'bhurch and that of the
Throne, has left them without an intellectual concept of an authority
which dould be liberal, or of a freedom which could ﬁe constructive, " Y
As a result, the French have continued to live after the Revolution in
opposition to the State, Opposition finds its justification in a multir
pliclty of doetrines and theories supported by as meny powerless
political parties, The politiecal strugglas center alveys on 1deologies,
and ideblogiés can be skillfully maenipulated by vested interests, As
Robert de Jouvenel wrote; in TFrence "polities are the hobby of meﬁ,
they are not the condition of their lives", Principles, politicel dis-
cussions, motions and résolutions are more real things than laws and
practical issues, Politics are part of the free-for-all of intellect-
uvalism; the struggle of opposed doetrines is not incompatible with a
certain amount of political stability, but it contributes to economic

decadence,

1/ A, Siegfried: L!Ame des Peuples, pp. 64 and 65,
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14, In spite af Cabinet changes, French politics are shoving as

groat continuity under the Republies as in the past., Today as yestore
day they have their center of gravity in the Radical~Socialist Party,
and Radlcal-Socialist policies remain those of the Capetian Kings: opposi-
tion to the Central European power in external affairs, efforts to curb
large combinations of economic or splritual power in internal affairs,
In evaluating the psychological impact of our economic policies, it is
necessary to give credit to the French political forces and attitudes
no less than to the economic improvement resulting from U,S, economic
aid for a decline in the internal communist threat,

15. The communists, who aﬁtar the second World War had monopolized
the prestige of the Resistance, were expelled from the Government before
Marshall aild was extended to France. When the communist thresat reached
its climak, counterforces arose under the leadership of deGeulle and

| the communist / L‘%ngggé%ber 1947 was thwarted by the energetic action
of the Interior Minister Jules Moch. Although communist nropaganda is
cleverly twisted to adjust to the taste of the Fremch for intellectual
freedom, to their patriotism, and to their attechment to private property,
such acrobatics meke it difficult to tell whether Fronchmen really_
embrace the party line or vote communist out of social nrotest., The
natural French disassociation of theory end practice subjects communist
impefatives to & severe test, Each revival of a direct internal threat
will eall forth a coalition of counterforces, which, barring tﬁe force
of the Red Army, is likely to prevent s communist coup dletat,

16, Communism remains, however, the party of the working class,
and retains its eapabllities for sabofage and subversion., These capa-
bilities will be the greatest in case of a war in Europe. - At the very
least communism sbsorbs in France energles which should be mobilized
for the national interest instead of agalnst it, even if ineffectively so,

further underminad by
The influence of the FCF might bo / an improvement in the distribution ¢
the products

#of lubor, but the French attitude toward the State and the French
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economic behavior are still raising serious obstacles against such an

imnrovement

C. [France's Fconomic Stagnation and Attitude
Iovards America.

17, The most significant results of a4 French lack of community.

feeling and of the French type of internal power relations are the social
inequalities and the demoralization which strike so strongly the American
observer, baguy already noted at the beginning of the sentury that the
ambifion‘of svery Erenchman wag to cheat the tax collsctor, The hatreé
‘of the "agenta du fisc" dates back to the HMonarchy «nd increased during
the German occupation. It appeared patriotic then not to pay téxes.

The same attitude explains the comspicuous failure of "physical con-
trols":s price controls, rent control, and rationing, as well as the
eaéerness of every citizen to forsake the common good and to secure
advantages from the common patrimony, Behind the conflicts of ideologies,
the French State is the prey of all classes of society;

| 18, Laéking & serious interest in economic issues, the‘Franch have
let thelr economic structure develop as a means of protecting narrow
vested interests, Faced with the necesslty of reforms under the impact
of" the modern world, the French State is conétituiibnally incapable of
carrylng out thése reforms. No comblnation of parties can form a govern-
ment strong enough to face the unpopuiarity ol major changes, Nor can
the trade unions obtuin peacelully the desirable improvements in the
workers' lot since their trend 1s to secure changes through political
means,,hhrouéh a cencuect of power, rathor than through the psinstaking
effort of collective bargaining,

relative
19, The greatmst misfortune of France has been its/self-sufficiency

in material resources and its/rack ogcdependence on the world market,
Economlc pressubes from the outside could always he resisfed by pro-
tectionist measures, Lacking large requirements for foreign suppliés,
the French neglected foreign outlets. Lacking foreign competition and
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. feeling little incentive to competa, they did not develop a specific
sense of national economic interest as the British did. They bogged
down in a form of economic conservatism which they confuse with capital-
ism, France's economic growth Was‘frustréted after the Industrigl Revo- -
lution by the individualistic qualities of ancien regime craftsmen,
The comparative success of France in avolding the worsﬁ effects of the

great depression confirmed the illusion of self-sufficiency and the con-

fidence in protective messures, The "Revolution Nationale" of Petaln

with its "corporative! philosophy put the final touch to a restrictive
economic sygtem more kindred to the medieVal gullds of small productive
units than to the German and international combines or cartels to which
it is often compared.

20, Since the world developed on an American rather than a French
scele, French attitudes toward America are the logical consequence of
their rea;stance to the pressure of the modern world. They dislike our
economic épproach, and our taste for risks; blgnaess, and competition,
although they realize that Fronch savings have faded away and that a
leisurely economic behavior is a thing of the past, They resent the
competition of the Ameriean soldier for lodgings, although they realiée
that in the present strugpgle France is not secufe without GI's and Ameri-
can alr bases. They look askance at American culture, slthough their
own artists do not hesitate to borrow from it, and although their youth
longs for the only country where adventﬁre is still possible,

21, Superficial manifestations of French irritation are not
dangerous forms of "enti-Americanism”, The international relationé of
power are such that the‘French need a safety vglve for their pent-up
emot;ons. We do n&t require subservience nor love, but the cooperation

‘of partners, and the French need from time to time s verbal test of
ltheir "coordinate" rether than "subordinets" position in the Western
Alliance; To a certain extent manifestations of French petulance are a
proof of a stronger morals,
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22, French attitudes are g matter of congern only to the extent
that they reyeal an incapacity to adjust to ﬁhc modern vorld, and to
the extent that they complicate our efforts to help the ?rench réisa
their'ecdnomic means to the level reqqired‘by the politieal responsi-
bilities which they have assumed;

V. Paychological Impact of U,$, Assista”g,.

1. The objactive of U.:. aasistance is to bridge the gap betveen
France's commitments and France's capabilities, Through loans or grants
France receives in the first place the civilian and military commodities
vhich it needs and which it could pot scquire on its limited resourcss,

(n e ' s o N C A RT
: But no amount of subsidy
ean regiggg tghg}wiff oi“m’c?r?é r‘éﬁ&éﬁ{ Tt]rlzqé’ conditions attached to the Ameri—
can subsidy and the methods used for its administration are intended to
drive the beneficiaries to greétar production and greater productivity,
as well as to foster & stronger will to survive as a nation, To what

extent dld our aid policy change the French aconomic behmvior and support

the French intent to rearm?

A, U,S., Ald and French Recovery.

2, A view is held in some French left-wing non-Comnunist circles
that U.S. assistance extended since the Iiberation did not strengthen
but rather weakened France, If dollars had not been made gvaiiable,
Frenee, according to that theory, would have been forcéd into the reforms
and the social changes which are still overdue, As a result France would
have now a healthier political and social cliﬁate. Perhaps a French
government able to apply riéid'contfols, to captivate the imagination of
the people, to cut back overseas commitménts, and to renounce military
power, might have dispensed with U.,S. assistance. But the proponents
of this‘theory held g false view of France's morale and capabilities
after the Liberatién. More misery would not have made wer-weary
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Frenchmen more productive, The socialistic remedies applied in England -

a much more disciplined country - did not make England independent of
0,5, asgistance, The abandonment of France's overseas commitments and
Franch disarmament were n&t‘in the interést of Ffance, After an early
refusal to accept UNRRA aid, no responsible French éOVernment raised any
doubt about the nsed for an Amsrican subsidy,

3. Other non-communist objsctions againstlthe Marshell Plan come
from specific interests, The farmers complain that industry is favore@
at their expense, labor claims that management gets all the profits, and
the swaller industrialists prétend that too large a portion of assistance.
goes to large steel companies or nationélized enterprises, Little
consclous of the over-all national interest, the French are bound to

- make such complaints, which are addressed more to the French government

' primafily responsible for ihe internal alloecation of assistance, than to
U.S. authorities, These complaints do pot impair the psychological
impact of economic agsistance. .On the other hand thefa 1s no strong
French interest hurt by the various provisions of the Marshall Plan aim-
ing at the protection of the American economy, such as the 50 percent
portion of bulk commodities to be carried in U.S, ships., The restric-
tions on East-West trade imposed by the Kem énd Battle A&endments do
not elicit significant unfavorable reaction outside of comﬁuniét circles,
and comments on these matters in the French press are highly reserved,
As & whole, ERP was most favorably received,

4., In fact the direct psychological impact of assistance is
deliberately limited by law, The individqal Frenchman pays for U,S.

- commodities and services in his own money, in his own "local currency",
and, in the case of ERP grants, the government uses this local currency
(gounterpart) in agreement with the United States. As a result only
those few Frenchmen who understand the intricacies of the aid machinery
can recoghize the extent of their national obligation, The individual
Frenchman does not have the immediate experience of oving anything to
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the United Stﬁtes. This is as it should be, since we do not expect grati-
tude but an uplift of morale resulting from sconomic improvement.‘ Such
iﬁnrovement, due in part to the amount of the aid, in part to the careful

- orogramming of the ald, and in part to the efforts of the French them-
gelves, has Increased ﬁhe nation's self-reliance, It has‘cont:ibuted to
a decline of communist influence and it has made rearmament possible,

5, Besides the effect of the aid itself, an impaect is exnected
from auxiliary policies, the objeetive of which is to influence French
egconomic behavior, United Statas.economic assistance is extended under
the condition that financial stability will be meinteined and investment
conducted on a sound economic basis, The success of these conditions,
as aprlied by our representatives, illustraetes the scope and the limit
of our psychological influenca,

6, In 1947 open monstary infléticn was the major French vroblen,
The United States subsidles were in themselves anti-inflationary sihce
they increased the French commodity supply, But this was ingufficient
to meet the pent-up demsnd for consﬁmption and for the embitious investe
nent program known as the lionnet plan, Sitce investment was necessary
to raise French production, and since physical controls on consumption
are ineffective in France, finaneial controls had to be resorted to,
Current expernditures of the govermment hed to be cut, and bank credit
had to be placed under more stringent controls than in the past. The
pounterpaft rrovislon of the Marshall Plan afforded to the Uhitéd States
govermment a means of conquering widespread resistance to the most urgent
reforms. Our rew esentatives agreed that the counterpart would be trans-
ferred to the investment fund only if anti~-inflationsry measures, even
unpopular ones, were taken., As s consequence a celling on the Bank of
france advances to the State, and "quantitetive" credit controls were
established, Although our representatives urged the government for more
fundemental reformsg, such as that of the nationalized enterprises and
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that of the tax system, they met with little success in these fields,

7. DNone of the measures vhich our repreéentatives proposed vere
news to the Freneh Treasury officials, These officlals had only missed
suTicient backing on the part of their government to surmount ihe,opposi—
ltion of the interests dependent on budgetary liberalities and free extenw
sion of bank credit, The mild pressure placed on the French government
supplied this backing with little risk of increasing U,S, unpopularity
since the French public lacked interest in these complicated metters,

But the counterpart leverage was not sufficlent to put into effeet reforms
which the French government did not want, nor was it possible, in order
to do so, to discéntinua the dellar asslistance,

8, The limits of our influence on French economie behavior were
not generally recognized, The importance of the counterpart leverage
was exaggerated, and the many specialists who had a say in French affairs
tried to use it for a varietj of ends, By applying counterpart funds
to “real things® and productive projects instead of manipulating them
for financial objectives, soms experts hoped to hasten the process of
French development, and to promote reforms in the soclal structure,
Agriculturel specialists had in view the finaneing of an extension ser-
viee, and lsbor specialists wanted to build workers' homes, Other
‘economists claimed that we had too easily accepted the Monnet Flan,
that the industrial development envisaged therein duplicated in some
cages facilities already existing in France or abroed and could be
operated in the future only at the price of internal and externsal
restrictive.practices. They thought that counterpart negotiations
should involve an over-all review and "coordiration" of investment
plang, There wag some merit in allvthese claims, but it was not possible
to listen to all of them without dispersing our efforts, minimizing the
impact of our aid, and incurring the reproach of "meddling” into Frsnch
affairs,

9, In the short period of time imparted it was not possible to
do mere than to accept the French plans and to support the most reason-
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able french policies, We could not expect to discover and succeed in
promoting revolutionary remedies for sll French failures, In fact a
tendency to seek final solutions for the French problems in a variety
of fields led us to keep on the Job a large body of experts who tried
to attack the problem of French recovery from many angles with little
coordination among these dispersed efforts, As a result the United
States failed to speat with ong volece in Paris, and the French officials,
at first beﬁildered, learned quickly how to take advantage of our con- |
fusion,

10. Our present productivity campaign 1s a more subtle method of
influehcing French behavior, It rests on an accurate estimate of
France's main economic veaknesses, the backwardness of its industrial

- methods in many fields, the lack of teamﬁork between labor and manage-
ment, the immobility of capital and labor, and the absence of conpetitive
spirit., The ECA productivity campaign was launched in 1951 vhen it
appeared that rearmanent goals and soclal improvements required something
more than plain assistance to be earried out simultaneoualy. The aim
of the campaign is two~fold, It is in the first place to bolster pro-
duction and reduce costs through a reform of industrial methods, and,
1n the second place, to enlist the workers! interest in the fight ageinst
communisn by letting them share in the benefits of productivity,

11, There is unfortunately no group of government offieials ready
to endorse the campaien, Many French businessmen are hostile to the
adoption of productivity methods end feel that their prasent processes,
at least in the short run, allows them a degree of independence from
interference and a profit wargin vwhich American businessmen no longer
have, Labor remains disillusioned by several attempts to imitate U.S,
productivity methods in the past. It remains attached to time-honored
ways of doing things, it feérs too fast a work cadence, overwork,
technical unemployment, and suspegets that in the‘present soclal context
a fair sharing of the fruits of productivity cannot be ekpeoted.
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.12, Productivity methods are to be sponsored by Trade Organizations
and Labor Unions united in Labor Management Councils, and the sharing
of benefits should be bargained for within these Councils, But Trade
Organizatlons are generally the most refractory to change of all French
organizations, and non-communist Labor Unions are either weak or little
prepared to bargain for specific economic goals. French labor is more
anxious to obtain the recdgnition of broad politiéal principles regarding
the sharing of benefits than to take practical steps to increase produc-
tivity.

13. The great interest shown in France for the productivity idea,
the number of newspaper articles and monographs written on the subject,
and the debates which it raised, contrast with the sporadic improvements
realized. Many workers and entrepreneurs come back from the United States
with'great enthusiasm for the work and labor-relation methods which they
saw. Many intelligent comments are made, and some industrialists go
ahead on their own, imnroving with striking success methods of production,
vorking conditions, wages, and labor relations, These efforts remain
isolated., The campaign has appealad to the "realism" in the French mind,
but the psychological impact has made only a limited inroad in sccerted

French economic attitudes, for education cennot raplace incentive,

B, Military Assistance.

14. The free world's decision, taken in 1950-51 to shift the
emphasis in Europe from recovery to re&rmamént was a politicul deecision
based on an evaluation of Soviet intentions, The American decision to
shift progressively from an economic to a military form of aid ~ to sub-
stitute military equirment for general commodities - was an economic
decision which did not necessarily follow the political premises.

I7 nlliterily feasible a
/0ifferent economic policy wicht have been equelly, or more, successful

in supporting the rearmament goals, both economically and psychologiecally, .

It 1s doubtful 1f the French were more willing to undertake a
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military effort and whether the psychological conditions of their effort
vere improved because they were furnished militery aild in kind.

15, The habit ingrained in our assistance policles to extend
assistance in kind corregponds to a feeling that we can prevent foreign
countries from using cur aid on non-essentials or that we can oblige them
to use it for what we deem to be assential, But the effectiveness of that
type of ald programming is limited, Sinqe assistance is only a part of
the total resources of a country, substitutions are possible between
commodities supplied as & subsidy and those which a country acquires
through its own resources, If the subsidy is comprised of military
commadities, it does not necessarily increase the military effort of the
country., These military commodities may simply replace some which the
country would have bought from its own resources if the will to rearm,
independently from assistance, had been strong enough., "Whether its
effect is to increase the supply of lumber, cotton or machinery, and
whéther it ultimately finds its way into an inerease in congumption, in
capital investment, in government expenditures for rearmament, or simply
in the gold reserve of the central bank, is deeided not by the composition
of the subsidy, but by the actions of the receiving country, "#

16, The objective of an extension of assistance in kind is pre-
sumably, therefore, to influence psxcholoéicallv the actions of the
receiving country, Our objective may be to impress France with a sense
of military urgency, to convey to them in tangible form the fact that
our main preoccunation is rearmament., We may think also that a contribu-
tion of the United States to e Joint military effort is fﬁr them a more
palatable form of assistance than an economic subsidy which may smack of
charity, We may expect that the words "military aid" have a certsin

magic of their own and can achleve, psychologicelly, vhat the "composition

* Richard M, Bissel Jr,, Forelgn Aid, Foreign Affeirs, October 1952,
Although the sense of Mr. Bigsell's remarks seems to be that a differ-
entiation between economic aid and military aid has little economic
effect, he considers such a differentiation as justified in practice,
presumably for psychological reasons,
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of the subsidy’ cannot do economieally, namely, orient French efforts
towards rearmament, Some of these favorable psychological developments
would have taken place, if, prior to the shift, the French had made
themselves, at least temporarily, indenendent from economic assistance.
Since this vas not the case, certain types of so-called military assistance
such as "defense support” and "offshore purchases" were often a cover for
economic assistance, Since France's awareness of its dependence on the
United States did not decrease, one psychological effect of the shift

did not take place, The French did not enter a heightened form of partner-
ship: thelr impression was that they were rearming at America's behest
rather than in their own interest. .

17. The hope of influencing French zctions by changing the name of
the assistance led to curious decisions, A good exsmple is that of the
counterpert provisions of the old Economic Cooperation Act which, as
indicated previously, gave to the U,S, some leverage over French behavior.
Thinking now that we can increase the French military effort by using
the counterpart for military purposes, Congress directs that a large
portion be earmarked to that effeet, In fact this new provision deprives
the U.S5. government of its leverage without corresmonding gains since
the provision is now satisfled each time the French spend the counterpart’
for any kind of military cfoduction, vhereasg under the old system there
was the alternative of withholding or releasing the counterpart and a
possibility of serutinizing its use,

13, 1In the last analysis the question arises whether or not it
was necessary to convey to the French in a'tangible form the importance
we attached to rearmement. In 1950 France was under strong incentives
for undertaking & military effort, One of the strongest motivations
arose from their concept of power and their attitude toward Germany.

They felt that if France did not deliver the militaery contribution

expocted from them for the defense of Europe, the United States would,

reluctantly perhaps, turn to Germany; France, sccording to the French
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view, had a great power's responsibility and could not stay behind the
other great powérs at that time of crisis, The French mind is capable

of éxplaining away the sense of economic dependence upon the United

States, but the evidence of an inereasing military lag would have brought
home the 1oss.of France's {%ternational position, and this the French

mind could not zcgept. The inspiration and the motivation for French
rearmament came not from the fact or form of agsistance, but from example -
the example of the U;S.vand the impending example of Germany., True,
without a certain scale of assistance (regardless of its comnosition)

the French military build-up coﬁld not have taken place, but France.had

a strong desire to undertake it irrespective of U,S, aid, This desire came
primarily from considerations of national power. This conclusion is con-
firmed by Mr, Jﬁles tioch's proposal in 1950-51 to equip some 29 French
Idivisions,

19, If France had the incentive to rearm, a change in ths form or
kind of aid, a shift from "economic" to "military" aid was justified
only as & méans of adapting assisfance to its new function, for instance,
by improving the psychoiogical conditions of the wilitery effort. This
is what the methods used to extend military aid do not seem to have
achie&ed since they placed an excessive emphasis on bargaining and burden
sharing, A military effort is predicated mainly on the will of a nation
and not on considerations of burdenesharing with its partners.‘ If that
will is strong, a good performance in the field of military prepsration
depends on the possibility of long-range planning and not on the expecta-
tion of a larger subsidy.

20. In order to vlan, the French needsd some forevarning of the
anount of assistance which they could expect. In fact, during the course
of the military program they were never in a position to plan for more
than six months in advance, lot only aid appropriations had to be
approved by Congress on a yearly basis, but thé non-coincidence of the
U.S, and French fiscal years, and delays in the delivery of military’
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commodities interfered of_ééﬁeared to interfere with French‘milytary
rlans, Delays in the firm allétment of economic aid and in the delivery
of civilian commodities do not affect governments since this type of
transactions 1s undertaken by individval importers, But when militafy
aid is glven in kind, a lack of coordination_betwaen the schedule of
delivery and the plans of fhe reciplent may provide endless ground for

- complaint,

21, Az a result of our anxiety to obi&in commitments from the
French, we try to negotiate as early as we can the total amount of their
yearly defense exnenditure corfesponding to the total amount of assistaonce
we can give them, This has two unfortunate results, In the first place
the French military effort becomes subordinated to U.S. assistance,

The French fqel thet they are rearming not so much in their own interest
as in oider to get a larger share of our subsidy, Iﬁ the second place,
Unuted States reﬁresentativas do not know at the time of the negotiations
what final amounts Congress will authorize. The French consider the
ﬁpper limit of our figures‘as a firm commitment, and are disappointed
when Congress decides to cut the aid, French opinion, which cannot be
famillar with the intricacies of military aid negotiations, is sensitive
to the kind of lncidents resulting from cuts, apparent or real, in the
level of aid, and the French government is prompt to teke adventage of
these inci&enta in order to stretch out its commitnents,

22, At the same time the calculations undertaken to aprortion the
burden of ;eafmament among the NATO countries add to French pfeoccupation
with comparisons - in which they can rate thelr own comtribution favore
ably. Their mllitary budget may be smaller than the U,S, budget even in
terms of natlonal income, but applying the prineciple of progressive
taxation they can argue that their share is in fact greater than ours
since thelr national income is smaller. loreover, comparing the pay of
their soldiers to that of American soldiers, the French_cannot escape
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the conclusion that their real contribution to defense 1is much larger
than thelr monetary contribution, Then economic caloulations give reason
to the French to argue themselves into a position of self~satisfaction
with thelr present effort, at the same time that ther are finding fault
with our methods of aid allotment, The combination of both circumstances
detracts from the psjchological impetus with which they started their

program,

VI. U.S, Economic Policies and the Positinon of I'ronce as a World Pover.

1. At prescent the gap between France's commitments and France's
capabilities ié still‘wide. Failing to bring about the psychological
changes necessary to raise Fr&nceis means to the level of its self-
assumed goals, our economic policles may seek a reduction of France's
commitments, an adjustment of these commitments to a‘mor& realistic view

French Union.

of the poliiico-cconomic cupubllities oi tho/ . France‘makes its
securdty goals more onerous then necessary vhen, pursuing an exhausting
struggle in Asia against communism, 1t fails to enlist the full support
of native nationalities, when taking the "necessury nrecaution” againét
a Soviet agpressor in Burone, 1t wants also to keep a power edge over
a reviving Cermany, vhen, trying to revive economically and to curb
internal communism,it is loatho to change its inveterate intellectuél
noliticsl and economié habits, In order to amccomplish the necassary
‘adjustment overseas, in Europe, and at‘home, I'rance requires American

~ help and guidance,

A, France and the Empire,

2, The naychological comtent of the problem of the lrench Empire
is exceptionally high., France's will to preserve its colonies transcends
economnic considerations, and vested interests would not succeed in pre-
serving colonial qnd monopolistic ties if the dependencies were not the
peychological buttress of French powér.' The attitude of France's subjeéts
is dominated by spiritual aspirations: a-will for 1ndependeﬁce which
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is not motivated by economic interest, The attitude of the United States
is not based only on political judgments but also on the sentimental
nemories of its own emancipation, Many of these attitudes are ambivalent.
If official France shows bad grace in giving independence to its subjects,
it is France itself who taught them and still teaches them nationailsm
in its schools, ioslem and Viet Namese leaders know that their economic
well~being ahd even their survival may be dependent upon France's main-
taining law and order, The U,S, is divided between its strateglec
interests in Burope, North Africe, and Indochina which rest on coopera-
tion with France, and its fear that too much support to France's colonisl-
iem will arouse Moslem and Asiatic resentment, The American attitude is
not understood by the French who gtill believe that colonial questions
can be zettled by the '"mailed fist™ and suspect ug sub rosa of aspirations
to an economic eonquest of their dependencies,

3., OCur economic policies with regard to the French Union have
ad justed themselves to changes in French psychology. Since the beginning
of the Marshall Plan we extended assistance to French colonies and pro-
tectorates, especially North Africa, only through the French Government
itself, Public and private U,S., investments in the French dependencies
vers submitted to the French Government for approval, The Marshall
Plan subsidy was calculated in such fashion that the French could éover
the trade deficit of their colonies and carry out thelr investment pro-
grams overseas, even if these programg involved the export of French
capital, The Marshall Flan consolidated, therefore, ths fabrie of the
French Emﬁire. Cur esconomic policies were psychologleally correct, An
attempt to bolster the economiss of Tunisla and Morocco independently
from France would heve ralsed an outery of "economic imperialism" on the
part of both French and Moslems.

4, The situation is different in Indochina, the main drain on the
French economy, ond French attitudes towerds the Indochinese Stateé,

initially
especially towards Viet Nam, 1s undergoing a change, Because¢/France's
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reasons for holding Indochina were not primerily to counter communism
but to retain its place as é world‘power, the French were willing up to
the present time to "go it alone", But now, while they refuse to discuss
the North‘Afripan situation at the U,N,, maintaining the principle that
it is an internal affair of France, they bring the Indochina problem to
NATO, and they are happy to secure a statement of the Council that
"resistance to direct or indirec¢t aggression in any part of the world
is an essential contribution to the common security of the free world
and.,.tﬁat the valiant and continued struggle undertaken by France and
the Associated States in Indochina,,.is in the fullest harmony with the
aims and the ideais of the Atlantic Community". France is now willing
and anxious to have its efforts in Indoching internationally recognized.

5. With the agreement of the French we let them use part of our
economic and military assistance to support & holding action - against
communism which is less cogtly and less objectionaeble to us than a direct
American intervention would be. At the same time we want to help the

& greater

French prepare the Associated States for/self-dependence which we feel
cannot be indefihitely postponed, While so doing, we must assuage the
suscéptibilities of the French, who proclaim a future goal of self-
determination for the States of the French Union but keep holding as
much of the real pcﬁer as they can. We must paclify as well the impatience
of the indigenocus population and that of their neighbors of South and
Southeast Asia., Although we would like more conclusive military opera-
tions and more decisive steps toward self-determination, we must iimit
our objectives and tolerate situstions which are contrary to.pur policies,
such as a éoniinued favored position for the French businessmen on Indo=~
china's markets, and the maintenance of an artificial rate for ﬁhe
plastre ~ a significant factor in French Treasury deficits and French
financial instability. |

€&. Since the French havé requested NATO's support, the problem
is now to determine whether we should encourage the NATC countries as
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such to contribute material or men to the war against the Viet Minh,
whether we should continue and increase our direct support of the
French forces, or vwhether we should take ourselves a direct share in
the military operations, Questions of American domestic opinion, cost,
millitary strategy and psychological impact in the Asiatic countries are

invelved,

Although they
would not accept s-ch 2 = Intion 14 Morth Africa, the French seem ready
to welcome it in Scutheast Asia, But 1z 2an Her 1Y ~xnect W wateiwe
more assistance and continue to prosecute the campalgn in a fashion
vhich fails to captivate Viet Namese enthusiasm, France should be ready
now to back its nrowmises of./zigg;dence with action and to reform Indo-
chinese finances, preparing in both ways a sléw cutbuack in commitments

which will eliminate one of the worst wesknesses of the present French

situation.

B, TFrance in Europe.

7. Frahce cannot be relieved in the near future of the entire

burden of the Indochinese war, but the prospect of a solution will

‘ improve its position in Europe. More ought to be done, however, to
bridge the gap between France's commitments :nd its capabilities. France
is afraid of German competition and German militerism, In fact France
needs both: one to make Burope defensible and the other ﬁo bestir
itself out of its economic complacency. The obvicus answer is integra-
tion,

8, The goal of European integration was written in the preambles of
the Economic Cooperation Act, It inspired the foundation of the Organi-
zation for European Economic Cooperation., Under American prodding, the
OEEC played some part in various attempts to foster European iecoperation
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through apportioning ERP aid, providing a forum for discussing financlal
stability, devising methodsifor intré—Eurobean payments, and prompting
participating countries to 1ift quantitative trade restrictions. lNone
of these measures removed the structural disequilibrium which is the
result and the justification of protectionism, In fact the uneven re-
covery of ihe European countries, the very fast progress of Germeny
after the cﬁrrency roform of 1948, and the amendment of the occupétion
statutes, defested the efforts towards trade liberalization., France
removed 75% of its quota restrictions, but at the same.timé reestablished
or adjusfed customg duties which had bheen susbended during the pre-war
period orvwhich after the currenéy dépreciation had ceased to be‘pro-
tective., later the French government, faced by deficits in its balance
of payments, reestablished some of the quotas previously lifted.

9. The next step toward European unification was the establish-
ment of supranaﬁional organizatiohs aiming at "functional integration";
the Coal-Steel Commuhity of the Schuman plan and the pending European
Defeﬁse Community. Tﬁe Schuman plan mobilizes the fear of Germen mili-
tary pover against the fear of German economic power, Although the ides
is French -~ an element of its success = it eould not have seen thg light
if U.S, assistance had not nrovided the capital needed for the moderniza-
tion and develomment of France's cosl and steel faéilities, thus
vermitting France to face with more equanimity Germany's competition.

10. The idea would not have survived without U,S. support, England
did not want to join and was reluctant to see the project éucceed
independently. Steps had to be taken to prevent the Coal-Steel Com-
munity from being a‘continuation of the old steel cartel with its restric~
tive trade features._ It was necessary to obtain froi the partners of the
Schumen plan countries in the General Agreement on Tariffs and Trade the
permission>to remove tariffs among the six participants, All these steps
involved complex negotiations in which the U,S, had to play a part in
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order to maintain the original momentum of the 1dea; and in 6rdar to
prevent deviations, Recognition of the Community by the U.S, iad to
its accentance by the Euroneans. Sometimes the action of the United
States can be the most effective when it supporté discreetly and
firnly speciiic policies proposed by the people directly interested,

11, The establishment of supranstional institﬁtiona to deal with
international -roblems doesn't solve these problems automatically. In
this particuler instance the I'manco-German conflict, which should have

-lost a great deal of its meaning as a reﬁuit of the ratirication of the
coal-steel agrsements, remains an important factor of Turopean disunity,
as'recently shown by the dispute over the Saar. The Schuman plan vas a
first step toward scononic union, itself a first step toward political.
union., The pitfall is that even the limited nroblems of functional
intepration raise nvolitical issues, Tho Community w11l either be para=
lyzed by these issues or Qill hzve to take thre leadership tovard radical
changes in the structure of Luropean sovereignties, An atteupt 1s being
made nov in the latter direction, Subcommittees of the Schuman Plan
Assembly have subnitted the draft of a Buropean constitution, Thiq
appears to be the most offective stop already taken for solving political
issues inherent in the Schuman plan for.achie§ing the military goals of
Burone and for ovorcoming France'!s and West Germuny's hesitation to
ratify the European Aruy Treaty.

12, Economic unity is the basis of the milibaryvbuild—up in Burope,
The KATO countries started their militery effort mainly on a Bational
basis, Rearmanent follpved somevhat the pattern of ceonomic integration,
gtarting with unileteral efforts and continuing vith a coordinated
effort., France considers Germany as a notential threat, but the mili-
tary goals of NATO cannot be accomplished without a German contribu-
tion, The Europesn Defenso Community is a comnromisc patternad aftor
tho Schuman‘plan but too hastily brought together under U,S, proupting
to resolve psychologicul and political conilicts deeper than those
raised by cconomic integration., It satiofies neithsr éome of the
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French nmilitary experts nor the French political parties, The French
'Assemblj is likely to request smendments making it easier to guarantee
French freedom to withdraw from the Europesn Army those troops which
might be needed to defend French overseas territories, The EDC will
succeed only if the pressure of Emplre needs are reduced and if new means

are found of achieving cooperation between France and Germany.

e

c. U i-wl?-
13, What other means exist of achieving Eurépean unity if supra=-

national institutions do not succeed? The main hones of the propoﬁents

of the institutional approach rests on the exanmple which the conduct of

the U,S. can set for other nations when it participates in such organiza-

tions, when it permits other participants'to gcrutinize its finances,
its military plans, or its trade policies; the U.S. promotes financial

atability, stronger defense establishments, and tréda liberalization,

The idea therefore is that the U.S, exemple and not the appeal of supra-

national institutions is the dynsmic forqe of the free world, If this

is the casé, the U.S, should not subject itself lightly to cumbersome

procedures and renounce the advantage of fléxibility. When it knowé

where to lead its partners, it might‘be to its. advantage to proceed uni-

ieterally. France, as we have seen in the course of thisvdiscussion,

3s more responsive to U,S3. exemple than to bargeining or reason: it is

our example which vrovided‘the impetus for French rearmement and the

modest improvement in France's stability and productivity. OCn the other

hand; France shows a tendency to uge international forums to obtain recog-

nition of its power rather than to reconcile concrete economic issues,

and it minimizes in that fashion the practicael usefulness of these organi-

zations.\ |

14, A cutback in France's overseas commitments, a beginning of
"functiocnal integration“ in Burope, are steps in the right direction.
Byt France will remain unsble to contribute its true share to the
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sconomic and political strength of the free world unless strong
incentives compel it to change its economic behavior. These incentives
can- only be the competition of its neighborg, especially Germany,
France will accept this competition if. the United States demonstrates
by its own exemple that the era of protactionism is closed, The decision
ta remove our trade restrictions, to simplify our customs procedures,'and
to repeal the "Buy American" laws involve less risk and less cost than
our past policies, If some of our industries are hurt, they can be com-
pensated and their facilities converted at a cost below that of a continued
indirect subsidization of our exports. European, indvstries, especially
French indusfries with their high costs, are not competitors which we
should dread, ahd our trade liberalization may start with these commodi~
ties ~ especially French commodities =~ which compete the least with our
oW, _

15.v Tn the case of France the formula "trade not aid" should not
be considered in its narrow economic terms. American trade liveraliza-
tion will not solve the problem of the French dollar gap. It ig the
nsychological impact of such e poiicy which is important, By eradicat-
ing a contradiction between our practices and our declared goals in the
field of international trade, we wlll strengthen our moral position,
We will wesken the French position vhich finds its best arguments in the
maintenance‘of American protectionism, We will give greater forece to the
vressure of French consumers vhose very direct interest is opposed to the
t;aditional Firench policy. We will encourage also France's European‘
trade partners to join their pressure to our own, France cannot remain
the only protected country in Europe, and as soon as foreign competitién
begins to be felt, the French economic behavior will be altered, This
competition will suppiy the incentive needed for changing uneconomic
methods of production and distribution and for awakening the interest of
French businessmen in foreign markets, Since their experience is limited,
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they will naturally turn towards thelr competitors for help and the
economic integration of France and Germany will be sealed in a joint
effort for the development of foreign outlets,

16, The Frerch préposed recently a method for a progressive reduc-‘
tion of trade restrictions in the free world. When the techﬁical merits
of the proposals have been considered, i1t might afford us e new oppor-

. tunity for backing Franch fpealism® with American dynamism, conquer
French resistance with a French ideas, break the French "guild" system,
and meke France able to face the economic problems of the modern world,
Unless we take advantuge of such an approach there appears little chance
for France to reach ths level of economic progress which defonge requires.
France may be willing to surreonder some features of its national
sovereignty to intarnationulIinstitutions as it did in the case of the
Coal~Stoel Community, but such surrender will continue to be hedged by
exceptions, qualifications, and eseape clauses, It is only the example
of the leader of the froe world which can show France how to abandon of
ita freo will thess tariffs and quotas which ere the most powerful woapons

.-of national sovereignty, but which in the world of today, where co-
operation may be more necessary for survival than indopendence, defeat

the very purpose of sovereignty itsclf.
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